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MESSAGE  FROM  THE  SECRETARY 
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The  mission  of  the  Department  of  Agriculture  covers  not  only  production 
agriculture,  but  health  and  nutrition,  safety  of  the  nation’s  food  supply,  care  and 
nurturing  of  the  environment,  the  quality  of  life  in  rural  communities,  and  research, 
education  and  economics.  As  one  "Team  USDA,"  the  Department  is  committed  to 
provide  better  service  at  less  cost. 


As  part  of  this  commitment,  I  am  restructuring  the  Department  to  carry  out  our 
mission  more  effectively  and  reduce  redundant  administrative  functions.  Integral  to  this 
process  is  the  need  to  ensure  that  we  manage  our  programs  without  the  stigma  of  abuse, 
waste  or  mismanagement.  Timely  implementation  of  audit  recommendations  and 
appropriate  followup  are  useful  management  tools  to  ensure  the  financial  integrity  and 
the  administrative  effectiveness  in  delivering  these  programs. 
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AGENCY  ABBREVIATIONS 


AMS 

ASCS 

APHIS 

CCC 

CSRS 

ES 

FAS 

FmHA 

FCIC 

FNS 

FS 

FSIS 

OGC 

OIG 

OICD 

OIRM 

REA 

RDA 


Agricultural  Marketing  Service 

Agricultural  Stabilization  and  Conservation  Service 

Animal  and  Plant  Health  Inspection  Service 

Commodity  Credit  Corporation 

Cooperative  State  Research  Service 

Extension  Service 

Foreign  Agricultural  Service 

Farmers  Home  Administration 

Federal  Crop  Insurance  Corporation 

Food  and  Nutrition  Service 

Forest  Service 

Food  Safety  and  Inspection  Service 
Office  of  the  General  Counsel 
Office  of  Inspector  General 

Office  of  International  Cooperation  and  Development 
Office  of  Information  Resources  Management 
Rural  Electrification  Administration 
Rural  Development  Administration 
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EXECUTIVE  SUMMARY 


The  Secretary’s  Management  Report  to  the  Congress  is  required  by  the  Inspector 
General  Act  Amendments  of  1988.  The  Amendments  require  that  the  Secretary  report 
on  the  status  of  management  decisions  and  final  actions  taken  on  audit  recommen¬ 
dations.  This  is  the  ninth  report  issued  by  the  United  States  Department  of  Agriculture 
(USDA)  and  covers  the  6-month  period  April  1  through  September  30,  1993.  The  report 
reflects  management’s  implementation  of  audit  recommendations  contained  in  audit 
reports  issued  by  USDA’s  Office  of  Inspector  General  (OIG)  and  explains  why  action  on 
an  audit  remains  incomplete  1  year  from  the  management  decision.  It  complements  the 
OIG  Semiannual  Report  to  Congress  which  includes  data  on  audit  reports  issued  and  the 
status  of  management  decisions  made  during  this  6-month  period. 

Universe  of  Audits 


Over  the  past  6  months,  the  Office  of  Finance  and  Management  monitored  and 
analyzed  420  audits  with  3,120  recommendations.  These  audits  contained  approximately 
$149  million  in  costs  (disallowed)  that  management  determined  should  not  be  charged  to 
the  Department’s  programs  and  approximately  $1.7  billion  in  funds  which  management 
agreed  could  be  used  more  efficiently  (funds  to  be  put  to  better  use). 

Final  Actions 


Management  completed  action  on  164  audit  reports  with  841  recommendations. 
As  a  result,  over  $13.1  million  was  recovered  in  disallowed  costs  and  approximately  $2.8 
million  was  written  off  in  funds  that  management  determined  to  be  uncollectible  due  to 
bankruptcies,  excessive  cost  of  collections,  legal  decisions,  or  terminations  in  program 
participation. 

Management  implemented  action  on  18  audits  with  over  $96  million  in  funds  they 
determined  could  be  used  more  efficiently  and  determined  that  approximately  $185 
million  could  not  be  used  more  efficiently  due  to  statutory  or  other  mandatory 
requirements.  As  a  result  of  final  action  taken  on  four  individual  audit 
recommendations,  management  also  implemented  recommendations  containing  over  $6 
million  they  determined  could  be  used  more  efficiently. 

Audits  Without  Final  Action 


As  of  September  30,  1993,  256  audits  containing  2,278  recommendations  are 
without  final  action.  These  audits  contain  over  $131.8  million  in  disallowed  costs  and 
over  $1.3  billion  in  funds  which  management  agreed  could  be  put  to  better  use. 


Of  the  256  audits,  114  with  996  recommendations  do  not  have  final  action  on  the 
entire  audit  1  year  from  the  management  decision.  Explanations  for  these  audits  are 
contained  in  Appendix  1  to  this  report.  Many  of  the  management  decisions  to  effect 
corrective  action  on  these  audits  involve  development  of  long-term  automated  system 
changes,  formal  regulations  and  directives,  legal  implications,  actions  by  non-USD  A 
agencies,  and  time-consuming  collection  processes.  Of  these  114  audits,  management 
took  action  on  788  recommendations  containing  approximately  $39.5  million  in 
disallowed  costs  and  approximately  $184.7  million  in  funds  to  be  put  to  better  use. 

Audits  Under  Appeal  or  Requiring  a  Legislative  Solution 

There  are  15  audits  containing  144  recommendations  either  under  appeal  or 
requiring  a  legislative  solution  to  effect  final  action.  Although  the  appeal  and  legislative 
processes  preclude  final  action  on  these  audits  in  their  entirety,  management  completed 
action  on  77  recommendations  containing  approximately  $3.4  million  in  funds  OIG 
recommended  could  be  put  to  better  use. 


2 


s , '  ,"•"■■  ■  . .  '  I,  ",  . 

ipfj  • 


p^'  Wr^*-  ‘“w',.'i.:  u 


0-4,i  ,  .  . 

.ll'.  ■  t:.’<(»7l^,M*- 

<■, 

'  '  ■  ■  .i  ,'  '  f'f.'.  (  ■;  ■  i 

‘'iW'.:.'-'- 

•  ^.M.^ j '  I'.ii  li-  1  • 


-  *y.  .  ■  ■ 


:  f’  -  to-  111'"* 

v'-'- ■•  ■'  ‘  U2  citvri 


■  *4  -I  . . 


^  "  fi.*''"-’  t*!  •  ‘  ’‘K  it;  Vi'  yu 

USPA 

'  ,;  ■■  -i  ^,-t..r  i  H 

.  !,s  .  ,  .  •,  ,  iv.illjotj  *ni 

-.  .'  -:i  '  V  'V.  <  '  '>*-■  i'i  .1  I.  ‘T3«!i. 

*-.  ^  t 


J  . 


“i.  -  ‘ 


'  • .  }j\  Ol^v*' 


•  ■In*  ' 


FINAL  ACTION  ON  AUDITS  AND  AUDIT  RECOMMENDATIONS 
WITH  DISALLOWED  COSTS  FOR  THE  6-MONTH  PERIOD 
April  1  -  September  30,  1993 


The  chart  on  the  following  page  depicts  the  overall  status  of  audits  with 
disallowed  costs  for  this  reporting  period.  As  of  April  1,  1993,  final  action  was  in  process 
but  not  complete  on  161  audits  with  $127,536,560  in  disallowed  costs.  Management 
decisions  were  made  during  the  period  on  63  audits  with  $21,060,775  in  disallowed  costs. 
Management  implemented  action  on  77  audits,  recovering  $13,114,448  in  costs  that 
should  not  be  charged  to  USDA  programs  and  writing  off  $2,833,587  in  uncollectible 
debts  due  to  bankruptcies,  excessive  cost  of  collections,  legal  determinations,  or 
terminations  in  program  participation.  Additionally,  agencies  collected  $68,789  and 
wrote  off  $18,951  as  a  result  of  final  action  taken  on  20  individual  audit 
recommendations. 


3 


Final  Action  on  Audits  and  Audit  Recommendations 
With  Disallowed  Costs 


April  1  - 

September  30,  1993 

Disallowed  Costs 

Number  of 

Audit  Reports  Dollars 

A.  Management  decisions  with  no 
final  action  as  of 

April  1,  1993 

161‘ 

127,536,560^ 

B.  Management  decisions  during 
the  period 

63 

21,060,775 

C.  Total  management  decisions 
(A  +  B) 

224 

148,597,335 

D.  Final  action  on  audit 
reports 

77 

16,768,5612 

1 .  Recoveries 

(a)  Collections 

3,047,889 

(b)  Other 

10,066,559 

(c)  Property  in  lieu  of 
cash 

2.  Writeoffs 

2,833,587 

3.  Subtotal  (1+2) 

15,948,035 

E.  Audit  reports  needing  final 
action  as  of  September  30, 

1993  (C  -  D) 

147 

131,828,774 

1  RECOMMENDATIONS  | 

F.  Final  action  on  audit 
recommendations 

20 

79,422 

1.  Recoveries 

(a)  Collections 

65,430 

(b)  Other 

3,359 

2.  Writeoffs 

18,951 

3.  Subtotal  (1+2) 

87,740 

G.  Total  final  action  taken 
during  the  period  (D  +  F) 

16,847,983 

‘The  number  of  audits  with  no  management  decision  as  of  April  1,  1993, 
decreased  because  two  audits  inadvertently  were  counted  twice. 


^This  amount  was  reduced  by  $820,526  as  a  result  of  documentation  obtained  to 
support  the  costs  and  appeals. 
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FINAL  ACTION  ON  AUDITS  AND  AUDIT  RECOMMENDATIONS 
WITH  FUNDS  TO  BE  PUT  TO  BETTER  USE 
FOR  THE  6-MONTH  PERIOD 
April  1  -  September  30,  1993 


The  chart  on  the  following  page  depicts  the  overall  status  of  audits  with  funds  to 
be  put  to  better  use  for  this  reporting  period.  As  of  April  1,  1993,  final  action  was  in 
process  but  not  complete  on  63  audits  with  $1,634,590,635  in  funds  recommended  to  be 
put  to  better  use.  Management  decisions  were  made  during  the  period  on  19  audits  with 
$32,946,937.  Management  implemented  action  on  18  audits  containing  $96,297,174  in 
funds  to  be  put  to  better  use.  Recommendations  for  $184,550,457  were  not 
implemented,  mainly  due  to  either  statutory  or  other  mandatory  requirements. 
Additionally,  agencies  took  final  action  on  $6,435,757  contained  in  four  individual  audit 
recommendations. 
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Final  Action  on  Audits  and  Audit  Eecoaiaendations 
With  Funds  To  Be  Put  To  Better  Use 
April  1  -  September  30,  1993 


Funds  To  Be  Put  To  Better  Use 


Nxamber  of 

Audit  Reports  Dollars 


A. 

Management  decisions  with  no 
final  action  as  of 

April  1,  1993 

63‘ 

1,634,590,635* 

B. 

Management  decisions  made 
during  the  period 

19 

32,946,937 

C. 

Total  management  decisions 
(A  +  B) 

82 

1,667,537,572 

D. 

Final  action  on  audit 
reports 

18 

280,847,631 

1.  Value  of 

recommendations 

implemented 

96,297,174 

2.  Value  of 

recommendations  not 
implemented 

184,550,457 

3 .  Subtotal  ( 1  +  2 ) 

280,847,631 

E. 

Audit  reports  needing 
final  action  as  of 

September  30,  1993  (C  --  D) 

64 

1,386,689,941 

F. 

Final  action  on  audit 
recommendations 

4 

6,435,757 

1.  Value  of 

recommendations 

implemented 

6,435,757 

2.  Value  of 

reconanendations  not 
implemented 

0 

3 .  Subtotal  ( 1  +  2 ) 

6,435,757 

G. 

Total  final  action  taken 
during  the  period  (D  +  F) 

287,283,388 

‘This  reflects  an  increase  of  one  audit  inadvertently  omitted  from  the 
October  1,  1992  -  March  31,  1993,  report  with  $20,011,833. 
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AUDITS  UNDER  APPEAL  OR  LEGISLATIVE  SOLUTION 


The  table  on  the  following  page  reflects  15  audits  either  under  appeal  or  for 
which  a  legislative  solution  is  necessary  to  effect  final  action.  These  audits  contain  144 
recommendations  involving  $6,701,319  in  disallowed  costs  and  $379,294,728  in  funds  to 
be  put  to  better  use.  Although  the  appeal  and  legislative  processes  preclude  final  action 
on  these  audits  in  their  entirety,  management  completed  action  on  77  recommendations 
with  $3,427,832  in  funds  OIG  recommended  could  be  put  to  better  use. 


7 


AUDITS  UNDER  APPEAL  OR 
LEGISLATIVE  SOLUTION 
APRIL  1  -  SEPTEMBER  30,  1993 


Agency 

Administrative 

Appeal 

Judicial 

Appeal 

Legislative 

Solution 

Disallowed 

Costs 

(Dollars) 

Funds  To* 
Be  Put  To 
Better  Use 
(Dollars) 

ASCS 

2 

0 

0 

1,515,483 

27,832 

FmHA 

1 

0 

2 

119,857 

376,948,790 

FCIC 

0 

1 

0 

4,755,287 

244,200 

FSIS 

0 

0 

1 

0 

0 

FS 

2 

3 

0 

0 

1 ,642,243 

SCS 

1 

0 

0 

0 

i 

431 ,663 

FNS 

! 

2 

0 

0 

310,692 

0 

TOTAL 

8 

4 

3 

6,701,319 

379,294,728] 

*Of  this  amount,  action  is  complete  on  $3,427,832. 


8 


APPENDIX  1 

AGENCY  AUDITS  WITHOUT  FINAL  ACTION  1  YEAR 
FROM  THE  MANAGEMENT  DECISION  DATE 


Agencies  did  not  complete  corrective  action  within  1  year  on  114  audits.  The 
84  audits  indicated  with  an  asterisk  (*)  were  in  the  report  for  the  period  October  1, 

1992,  through  March  31,  1993.  Some  audits  contain  multiple  recommendations  affecting 
the  completion  of  final  action.  These  include  complex  automated  system  changes, 
collection  activities,  development  and  implementation  of  regulations  or  directives,  legal 
implications,  investigations,  actions  to  be  taken  by  organizations  other  than  USDA  and 
other  time-consuming  corrective  action  to  implement  the  management  decisions.  The 
114  audits  contain  996  recommendations;  and  action  is  complete  on  788 
recommendations  with  $39,530,198  in  disallowed  costs  and  $184,744,154  in  funds  to  be 
put  to  better  use. 
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AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 
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